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To the Executive Committee 
Potomac Conference Corporation of Seventh-day Adventists 
Staunton, Virginia 
 
 
We have audited the accompanying special-purpose financial statements of Potomac 
Conference Corporation of Seventh-day Adventists (Organization), which comprise the 
special-purpose statements of financial position as of December 31, 2019, 2018, 2017, 2016 
and 2015, and the related special-purpose statements of changes in net assets and 
statements of cash flows for the years then ended, and the related notes to the financial 
statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these special-purpose 
financial statements in accordance with United States of America accounting principles 
generally accepted by the Seventh-day Adventist denomination. This includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of special-purpose financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these special-purpose financial statements 
based on our audits. We conducted our audits in accordance with United States of America 
auditing standards generally accepted by the Seventh-day Adventist denomination. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the special-purpose financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the special-purpose financial statements. The procedures selected depend on 
the auditor’s judgment, including the assessment of the risks of material misstatement of the 
special-purpose financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and 
fair presentation of the special-purpose financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the special-purpose financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion. 
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Opinion 
 
In our opinion, as internal auditors of the General Conference of Seventh-day Adventists, the special-
purpose financial statements referred to above present fairly, in all material respects, the financial position 
of Potomac Conference Corporation of Seventh-day Adventists, excluding a department, as of December 
31, 2019, 2018, 2017, 2016 and 2015, and the changes in its net assets and its cash flows, excluding a 
department, for the years then ended in conformity with United States of America accounting principles 
generally accepted by the Seventh-day Adventist denomination. 
 
Emphasis of Matter 
 
We draw attention to Note 18 to the financial statements, which describes the basis of special presentation. 
The accompanying special-purpose financial statements were prepared to present the major portion of the 
Organization, excluding the accounts and activity of a department and three controlled entities. Accordingly, 
these special-purpose financial statements are not intended to be a complete presentation of the 
Organization’s assets, liabilities, revenues, and expenses in accordance with United States of America 
accounting principles generally accepted by the Seventh-day Adventist denomination. Our opinion is not 
modified with respect to this matter. 
 
Other Matter 
 
In our report dated November 21, 2016, our opinion on the 2015 financial statements was qualified because 
the financial statements did not include the cost and accumulated depreciation of certain real properties 
which the Organization owns, but which are used by affiliated academies. United States of America 
accounting principles generally accepted by the Seventh-day Adventist denomination require the cost and 
accumulated depreciation of land, land improvements, and buildings to be included in the financial 
statements of the organization that owns them. Subsequent to the date of that report, as discussed in Note 
26, the Organization included the cost and accumulated depreciation of those properties and restated the 
2015 financial statements to conform to the applicable accounting principles. Accordingly, our present 
opinion on the 2015 financial statements, as presented herein, is different from that expressed in our 
previous report. 
 
Our report is intended solely for the information and use of the officers of the Organization, its audit 
committee, its governing committee, the delegates to its constituency meeting, and the officers and their 
designees of higher denominational organizations. This report is also intended for the information and use 
of Severn Bank, Inc., in accordance with an agreement. This report is not intended to be and should not be 
used by anyone other than these specified parties. 
 


 
November 17, 2020 
 
 
 
 







ASSETS 2019 2018 2017 2016 2015
Current assets Total  Total  Total  Total  Total
Cash and cash equivalents (Note 2) $ 7,028,876     5,918,969     5,413,033      4,296,527     2,445,545     
Accounts receivable, net (Note 3) 9,819,653     10,190,538   9,365,893      7,693,269     6,779,670     
Cash held for agency (Note 2) 413,284        435,924        358,626        1,266,160     1,566,790     
Notes and loans receivable (Note 4) 3,824,323     3,762,141     3,756,571      3,910,173     2,698,954     
Inventories, prepaid expense, deposits 563,367        132,925        102,401        136,771        127,938        
Total current assets 21,649,503   20,440,497   18,996,524    17,302,900   13,618,897   


Land, buildings, and equipment, net (Note 5)
For use by conference, net 5,581,198     4,266,571     3,741,499      3,908,873     4,250,890     
For use by affiliated entities, net 59,881,048   60,143,737   59,795,274    61,942,746   62,813,871   
Total land, buildings, and equipment, net 65,462,246   64,410,308   63,536,773    65,851,619   67,064,761   


Other assets
Investment in land and property (Note 6) 11,855          11,855          28,334          28,334          28,085          
Notes receivable, long-term, net (Note 4) 817,094        960,150        1,104,491      1,230,751     1,986,789     
For other than operating purposes:
Cash and investments (Note 7) 2,663,386     3,186,418     2,386,265      1,709,911     876,731        
Investment in land and property (Note 6) 1,131,531     539,021        2,507,392      443,591        447,592        
Accounts receivable 356,601        181,560        47,642          38,464          140,106        
Notes and loans receivable (Note 8) 25,179,105   23,200,547   20,805,175    21,382,068   21,366,688   
Inventories, prepaid expense, deposits 14,398          101,594        88,167          -                    -                    
Held for split-interest agreements 434,615        429,047        540,623        624,037        622,741
Total other assets 30,608,585   28,610,192   27,508,089    25,457,156   25,468,732   
Total assets $ 117,720,334 113,460,997 110,041,386  108,611,675 106,152,390 


LIABILITIES
Current liabilities
Accounts payable (Note 9) $ 4,221,579     4,330,779     4,111,705      3,787,088     3,747,368     
Agency accounts 413,284        435,924        358,626        1,266,160     1,566,790     
Total current liabilities 4,634,863     4,766,703     4,470,331      5,053,248     5,314,158     


Other liabilities
Accounts payable (Note 9) 305,042        244,796        244,796        249,419        316,640        
For other than operating funds:
Accounts payable (Note 9) 5,403            9,815            253,968        4,316            10,315          
Notes payable (Note 10) 25,189,535   23,223,924   23,844,891    24,770,097   26,513,175   
Capital leases (Note 11) 99,903          137,592        65,529          99,756          43,373          
NPV, annuity liability 23,280          23,994          24,669          59,944          61,129          
Irrevocable due to others (Note 12) 282,001        279,015        376,711        459,312        456,303        
Total other liabilities 25,905,164   23,919,136   24,810,564    25,642,844   27,400,935   
Total liabilities 30,540,027   28,685,839   29,280,895    30,696,092   32,715,093   


NET ASSETS
Unrestricted: unallocated 13,989,209   12,537,897   12,112,297 11,424,356   9,526,340
Unrestricted: allocated 24,206,472   23,793,210   21,830,124 20,582,878   17,913,724
Unrestricted: net invested in plant 46,648,668   46,405,499   45,177,574 44,826,923   45,182,875
Total net assets without donor restrictions 84,844,349   82,736,606   79,119,995    76,834,157   72,622,939   
Net assets with temporary donor restrictions (Note 13) 2,159,063     1,861,657     1,463,601      904,531        648,063        
Net assets with permanent donor restrictions (Note 13) 176,895        176,895        176,895        176,895        166,295        
Total net assets with donor restrictions 2,335,958     2,038,552     1,640,496      1,081,426     814,358        
Total net assets 87,180,307   84,775,158   80,760,491    77,915,583   73,437,297   
Total liabilities and net assets $ 117,720,334 113,460,997 110,041,386  108,611,675 106,152,390 


Special-purpose Statements of Financial Position
December 31, 2019, 2018, 2017, 2016, and 2015


POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS


*Interfund borrowing is eliminated in the combined totals.
See accompanying notes.


3







CHANGES IN NET ASSETS WITHOUT DONOR
   RESTRICTIONS


2019
Total  


2018
Total  


2017
Total  


2016
Total  


2015
Total


Revenues and support without donor restrictions
Gross tithe income $ 36,421,573   36,635,926   35,423,673   35,108,248   34,167,488   
Tithe percentages passed on (9,054,351)    (9,181,679)    (9,230,317)    (9,026,440)    (8,784,396)    
Net tithe income 27,367,222   27,454,247   26,193,356   26,081,808   25,383,092   
Tithe rebate -                    50,000          300,000        -                    -                    
Matured trusts and wills (166,731)       (27,894)         15,306          74,500          20,268          
Investment earnings 297,485        177,668        88,360          64,266          59,651          
Church schools 6,379,496     6,230,785     6,095,448     5,863,850     5,835,852     
Residence rent income 150,362         150,914        148,908        174,587        236,709        
Hispanic evangelism fees/sales 283,742        114,399        173,934        91,219          184,413        
Youth camp fees/sales 19,907          280,660        404,433        245,275        201,379        
Campmeeting fees/sales 33,080          49,793          34,079          3,367            30,993          
Employee medical contributions 594,236        630,319        630,022        522,119        506,363        
Subsidy -                    -                    20,000          20,000          20,000          
Contributed services (Note 22) 64,680          57,865          59,891          46,833          46,883          
Hispanic School of Theology income 8,887            12,139          6,628            5,977            10,128          
Locally funded employees billing 7,904,163     7,748,846     6,767,003     6,831,523     6,401,049
Property insurance billings churches and schools 647,911        648,440        654,665        542,589        492,461
Miscellaneous income 253,317        52,150          62,924          52,941          137,994
Change in irrevocable split-interest agreements (Note 12) 1,566            (1,484)           (1,370)           12,428          (1,734)           
Annuities, increase (decrease) to liability (Note 12) (10)                -                    29,436          (5,203)           (54)                
Total revenues without donor restrictions 43,839,313   43,628,847   41,683,023   40,628,079   39,565,447   
Released from net assets with donor restrictions (Note 13) 1,827,361     1,817,035     1,754,819     2,014,765     2,211,532     
Total revenues and support without donor restrictions 45,666,674   45,445,882   43,437,842   42,642,844   41,776,979   


Expenses and losses
Program services functions
Church ministries 13,586,659   13,231,159   13,339,608   12,591,204   13,235,713   
Church min. locally funded employees and insurance 2,131,557     2,100,943     1,909,866     1,827,677     1,695,727
Educational 13,965,668   13,417,544   12,926,252   12,612,496   12,975,808   
Educational locally funded employees and insurance 6,420,517     6,296,343     5,511,802     5,546,436     5,197,783
Publishing 3,901            4,613            4,250            6,361            (403)              
Special services 623,513        597,419        536,737        508,876        646,580
Total program services function (Note 16) 36,731,815   35,648,021   34,228,515   33,093,050   33,751,208   


Supporting services function
General administrative 3,198,727     3,151,073     2,732,439     2,702,068     2,543,905     
Ingathering reversion 16,653          15,266          15,516          10,249          12,746          
Residence rental 214,067        307,294        126,604        107,631        196,900        
Retirement contribution to DB plan (Note 19) 4,152,059     4,176,496     4,038,299     3,897,015     3,792,591     
Total supporting services function (Note 16) 7,581,506     7,650,129     6,912,858     6,716,963     6,546,142     
Total expenses and losses 44,313,321   43,298,150   41,141,373   39,810,013   40,297,350   
Net increase (decrease) from operations 1,353,353     2,147,732     2,296,469     2,832,831     1,479,629     


 
Nonoperating activity
Nonoperating revenue (Note 17) 4,677,972     4,229,961     2,847,839     1,798,256     6,640,167     
Nonoperating expense (Note 17) (4,753,430)    (3,080,450)    (4,869,111)    (4,448,975)    (3,467,978)    
Net gain (loss) sale of assets (Note 17) 750,082        310,632        1,899,926     3,935,726     1,233,208     
Released from restrictions (Note 13) 79,766          8,736            110,714        93,380          4,861            
Net increase (decrease) from nonoperating activity without 
   donor restrictions 754,390        1,468,879     (10,632)         1,378,387     4,410,258     
Increase (decrease) net assets without donor restrictions 2,107,743     3,616,611     2,285,837     4,211,218     5,889,887     


POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Special-purpose Statements of Changes in Net Assets; page 1 of 2
For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


See accompanying notes.
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CHANGES IN NET ASSETS WITHOUT DONOR
   RESTRICTIONS


2019
Total  


2018
Total  


2017
Total  


2016
Total  


2015
Total


Increase (decrease) net assets without donor restrictions $ 2,107,743     3,616,611     2,285,837     4,211,218     5,889,887     


CHANGES IN NET ASSETS WITH DONOR RESTRICTIONS
Changes in net assets with temporary donor restrictions
Income with temporary donor restrictions
Subsidies 1,534,779     1,555,177     1,572,601     1,502,863     1,532,444     
Donations 605,797        640,875        805,597        856,892        732,199        
Increase (decrease) annuities (Note 13) 5,767            1,400            4,460            4,006            19,327          
Increase (decrease) on irrevocable investments (Note 13) 2,203            18,065          1,703            (9,691)           242               
Endowment income (Note 15) 31,636          (16,125)         18,763          5,158            -                    
Ingathering reversion 24,351          24,435          21,480          14,735          17,014          
Total income with temporary donor restrictions received (Note 13) 2,204,533     2,223,827     2,424,604     2,373,963     2,301,226     
Released from restriction (Note 13) (1,907,127)    (1,825,771)    (1,865,533)    (2,117,495)    (2,216,393)    
Increase (decrease) net assets with temporary donor restrictions 297,406        398,056        559,071        256,468        84,833          


Changes in net assets with permanent donor restrictions
Income with permanent donor restrictions
Endowment fund activity (Note 14) -                    -                    -                    10,600          (10,119)         
Increase (decrease) in net assets with permanent donor restrictions -                    -                    -                    10,600          (10,119)         
Increase (decrease) in net assets with donor restrictions 297,406        398,056        559,071        267,068        74,714          


Increase (decrease) net assets 2,405,149     4,014,667     2,844,908     4,478,286     5,964,601     


Net assets, beginning, previously stated 84,775,158   80,760,491   77,915,583   73,437,297   60,502,220   
Prior period adjustment (Note 26) -                    -                    -                    -                    6,970,476     
Adjusted net assets, beginning 84,775,158   80,760,491   77,915,583   73,437,297   67,472,696   
Net assets, end of year $ 87,180,307   84,775,158   80,760,491   77,915,583   73,437,297   


POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Special-purpose Statements of Changes in Net Assets; page 2 of 2
For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


See accompanying notes.
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2019 2018 2017 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES Total  Total  Total  Total  Total
Increase (decrease) in net assets $ 2,405,149     4,014,667     2,844,908     4,478,286     5,964,601     
Adjustments to reconcile change in net assets to
   net cash provided 
Depreciation expense (Note 5) 3,201,906     2,628,061     2,285,273     2,275,971     1,971,164     
(Gain) loss on sale of plant assets (Note 17) (750,082)       (310,632)       (1,899,926)    (2,169,726)    (1,233,208)    
Annuities actuarial adjustment (401)              (356)              (34,963)         878               (6,139)           
Annuity fund income less payments (815)              1,506            755               -                    36,730          
Church and school properties added (Note 17) (3,325,406)    (2,625,269)    (2,132,206)    (1,054,864)    (5,691,458)    
Increase (decrease) allowance for uncollectable notes rec. -                    -                    1,500            (439,638)       -                    
Increase (decrease) allowance for uncollectable accounts -                    -                    (1,070)           (3,914)           -                    
(Increase) decrease accounts receivable 370,885        (824,645)       (1,671,554)    (909,685)       (1,065,103)    
(Increase) decrease inventories and prepaids (430,442)       (30,524)         34,370          (8,834)           37,551          
Increase (decrease) accounts payable (48,954)         219,074        319,994        (27,501)         (231,413)       
Increase (decrease) cash held for agency accounts (22,640)         77,298          (907,534)       (300,630)       (703,026)       
Increase (decrease) agency accounts 22,640          (77,298)         907,534        300,630        703,026        
(Increase) decrease deposits 87,196          (13,427)         (88,167)         -                    -                    
(Increase) decrease other assets -                    -                    (2)                  -                    -                    
Net cash provided (used) from operating 1,509,036     3,058,455     (341,088)       2,140,973     (217,275)       


CASH FLOWS FROM INVESTING ACTIVITIES
(Increase) decrease nonoperating cash 523,032        (1,620,827)    (676,354)       (833,181)       (276,552)       
(Increase) decrease nonoperating investment in land -                    16,479          -                    3,752            1,360,130     
Increase (decrease) nonoper. trust funds due to other entities 2,986            (97,696)         (82,601)         3,009            435               
Proceeds from sale of plant assets (Note 17) 930,682        2,280,798     2,165,442     2,414,761     1,668,926     
Purchase of plant assets (1,691,200)    (916,649)       (167,536)       (252,998)       (196,936)       
(Increase) decrease held for split-interest (5,568)           111,576        83,414          (1,296)           -                    
New notes receivable issued (3,450,933)    (5,924,504)    (1,227,414)    (3,270,295)    (3,044,982)    
Payments received on notes receivable 1,553,248     4,488,577     2,082,669     3,239,985     3,995,713     
Net cash provided (used) from investing (2,137,753)    (1,662,246)    2,177,620     1,303,738     3,506,734     


CASH FLOWS FROM FINANCING ACTIVITIES
(Increase) decrease nonoperating accounts receivable (175,041)       (133,918)       (9,178)           101,642        (67,206)         
Proceeds (payments) on inter-fund borrowing (4,412)           (244,153)       249,652        (6,000)           2,115            
Proceeds from external borrowing (2,000)           -                    -                    -                    -                    
Annuities investment income 4,172,262     1,479,651     2,721,580     115,279        523,988        
Annuity payments 5,053            725               4,408            3,774            -                    
Matured annuities (2,550)           (2,550)           (5,475)           (6,450)           (6,035)           
Principal payments on notes payable (2,254,688)    (1,990,028)    (3,681,013)    (1,801,974)    (2,962,176)    
Net cash provided (used) from financing 1,738,624     (890,273)       (720,026)       (1,593,729)    (2,509,314)    


Net increase (decrease) cash and cash equivalents 1,109,907     505,936        1,116,506     1,850,982     780,145        
Cash and cash equivalents, beginning of year 5,918,969     5,413,033     4,296,527     2,445,545     1,665,400     
Cash and cash equivalents, end of year $ 7,028,876     5,918,969     5,413,033     4,296,527     2,445,545     


Supplemental information
Interest paid $ 770,761        722,910        700,407        749,649        740,794        


POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Special-purpose Statements of Cash Flows


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


See accompanying notes.
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 1 – Organization description and summary of significant accounting policies 


(a) Basis of accounting: The significant accounting policies of the Organization are essentially the same as generally accepted accounting principles for
not-for-profit Organizations as promulgated by the Financial Accounting Standards Board. The significant policies are described below to enhance the
usefulness of the financial statements. The financial statements of the Organization have been prepared on the accrual basis of accounting. In
conformity with the accrual basis of accounting, the Organization has evaluated events that occurred subsequent to the financial statement date, up to
November 17, 2020, which is the date the financial statements were available to be issued. 


(d) Net assets without donor restrictions: The Executive Committee of the Organization has standing policies that affect the presentation of committee
designations on net assets. The Organization has designated some of their operating fund for various programs and ministries and activities.
Additionally, management maintains an operating reserve for working capital in accordance with guidelines of the North American Division Working
Policy as well as reserves designated in the plant fund for future capital purchases (see Note 27).


The Organization reports gifts of land, buildings, and equipment as unrestricted support unless explicit donor stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that must be
used to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations about how long those long-lived assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.


(b) Use of estimates: The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.


(f) Plant assets and depreciation: Plant assets are recorded at cost when purchased or at fair value at date of gift when donated. Plant assets that cost
less than $750 are not capitalized, but are charged to expense. Depreciation of land improvements, buildings, and equipment is provided over the
estimated useful lives of the respective assets on a straight-line basis, typically 5-10 years for land improvements, 20-75 years for building, and 3-20
years for equipment. Depreciation expense is recorded in the plant funds, and is distributed among the operating expense reported in the statement of
changes in net assets by the various program and supporting services functions that use those assets.


In its corporate capacity, the Organization holds legal title to properties that are used by local congregations and other affiliated entities, except for
Shenandoah Valley and Takoma Academies. The historical cost of these properties, and related accumulated depreciation, is included in the plant funds,
and the related depreciation expense is recorded as non-operating expense in the Statement of Changes in Net Assets. (See Notes 5 & 17.)


Uses of operating funds for plant acquisitions and debt service payments are accounted for as committee approved transfers to the plant funds. Such
transfers include depreciation funding as well as additional movements of resources from operating funds to the plant funds. Restricted proceeds from
the sale of assets and restricted income from plant funds investments are recorded as restricted support. Both principal and interest payments made to
retire plant fund debt are recorded in the plant funds. 


(c) Restricted resources: The Organizations report gifts of cash and other assets as restricted support if they are received with donor stipulations that
limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, net assets with temporary donor restrictions are reclassified to net assets without donor restrictions and reported in the statement of
changes in net assets as net assets released from donor restrictions.


The Organization is a religious not-for-profit organization, and is exempt from federal, state, and local income taxes under the provisions of section
501(c)(3) of the Internal Revenue Code, and corresponding sections of applicable state and local codes: except for taxes on unrelated business income
as described in sections 511-514 of the Internal Revenue Code.


The Potomac Conference Corporation of Seventh-day Adventists (Organization) is comprised of Seventh-day Adventist congregations within Virginia
(except Accomack and Northampton counties), the District of Columbia, and those portions of Montgomery and Prince George’s counties in Maryland as
follows: beginning at Mt. Vernon, Virginia, draw a line to Piscataway, Maryland and continue the line northeast of the junction of Highways 301 and MD
214. From this point, continue the line northwest to Ednor; from Ednor, follow Ednor Road northeast to the Patuxent River, follow the Patuxent River
northwest to the Montgomery/Frederick County lines, and thence, southwest along the county line to the Virginia/Maryland state line. 


The Organization's primary purpose is to spread the gospel of Jesus Christ throughout its territory. The Organization supports the operation of all
churches and schools in its territory, and is a member organization of the Columbia Union Conference of Seventh-day Adventists. The Organization
holds legal title to all denominational property in its territory, and performs certain fiduciary duties. The Organization receives most of its revenue in the
form of contributions from individuals in its constituent congregations.


(g) Cash and equivalents: Cash equivalents are highly-liquid assets held for operating purposes, which are readily convertible to cash and have a
maturity date of less than three months from date of acquisition. Cash and investments held for purposes other than operating are not classified as cash
and cash equivalents. The increase or decrease in non-operating cash and investments is reported in the statement of cash flows as proceeds or
purchases of investments.


(e) Components of unrestricted activity: Unrestricted activity is separated between operating and non-operating activity. Operating activity is defined as
the regular recurring revenue and expense related to the core ministries of the Organization. Other activity, such as transfers between funds, additions
and deletions related to church and school properties, and most of the activity of funds other than the operating fund, is classified as non-operating
activity.


Summary of significant accounting 
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Living Hope School of Evangelism, Inc: A separate incorporated entity to equip and train pastors and lay persons to the physical, mental,
emotional, and spiritual needs to the community, to produce Christian programming, to provide resources to the community, to operate in
harmony with and supportive of the mission of the Seventh-Day Adventist Church denomination. Its membership is nominated and appointed
by the executive committee of the Organization. Legal title to real property used is vested in the Organization. (See Note 18.)


(h) Fair value of financial instruments: Following are the major methods and assumptions used to estimate fair values.


(i) Provision for uncollectable accounts: An allowance for uncollectable accounts is recorded based on an analysis of the collectability of accounts.
Factors considered include historical collection experience, the aging of receivables, and facts and circumstances surrounding specific accounts.


Investment securities, if any, are valued at fair value, which is the quoted market price or other reasonably obtainable market value estimate at
the reporting date for those or similar securities. The difference between aggregate market value and historical cost for each type of security is
recorded in a valuation account. The change in this account during each period is recognized as a gain or loss.


Short-term financial instruments are valued at their carrying amounts included in the statement of financial position, which are reasonable
estimates of fair value due to the relatively short period to maturity of the instruments. This applies to cash, cash equivalents, accounts
receivable, and certain current liabilities.


(m) Split-interest agreements: The Organization acts as a trustee of and/or has a beneficial interest in various kinds of trusts, annuities, and/or other split-
interest agreements. Other organizations are partial beneficiaries of some of these agreements. For those agreements that are irrevocable, the
respective donated assets are recorded by the Organization at fair value at the date of gift or acceptance of agreement. For those agreements, liabilities
are recorded for the present value of the amount due to income beneficiaries and other remainder beneficiaries. Conservative discount rates are used to
compute the present value of such liabilities. Standard actuarial tables and conservative interest rates are used to compute liabilities due to annuitants.
The Organization has adequate reserves of assets to provide for payment of its obligation related to charity gift annuity agreements and has segregated
those assets in a separate and distinct fund so they will not be used to pay other liabilities. For those irrevocable agreements that are unconditional, the
Organization's remainder interest is classified as without donor restrictions or with temporary donor restrictions depending on the terms of each
agreement. (See Notes 12,13, & 20.)


(j) Inventories: Inventories are presented at the lower of cost or market using the first-in first-out method.


Loans receivable are valued at the amortized amount receivable at the reporting date. An allowance has been recorded based on an estimate
of amounts which are not expected to be collected. Because these loans, by intent and practice, are expected to be held to maturity, the
carrying amount approximates the discounted value of future cash flows expected to be received. Because of the difficulty and inherent
subjectivity involved in determining fair values, which is not susceptible to independent verification, management has concluded that the
amortized face value of loans receivable from related or affiliated entities approximates fair value.


Loans payable are valued at the amortized amount payable as of the reporting date. Because these loans, by intent and practice, are expected
to be amortized to maturity, the carrying amount approximates the discounted value of the future cash flows expected to be paid. Because of
the difficulty and inherent subjectivity involved in determining fair values, which is not susceptible to independent verification, management has
concluded that the amortized face value of loans payable to related or affiliated entities approximates fair value. Further, because a reasonable
estimate of fair value could not be made without incurring excessive costs, management has not attempted to estimate the fair value of any
loans payable to creditors that are not related or affiliated entities.


Richmond, Shenandoah Valley, and Takoma Academies: Christian secondary schools, which are separate unincorporated entities, governed by
a committee whose chairman is the president of the Organization, and whose members include other officers and staff of the Organization.
Legal title to real property used by Shenandoah Valley and Takoma Academies is vested in the Organization.


Note 1 – Summary of significant accounting policies (continued) 


(n) Affiliated organizations: The Organization operates through several organizations with which it is affiliated by reason of economic interest and/or
shared membership on the respective governing committees. The financial statements of these other organizations are not consolidated with this
Organization. Inter-organization transactions carried on in the ordinary course of business are handled through current accounts receivable and payable,
and are settled generally on a monthly basis and are detailed in Notes 3 and 9 below. Other financial transactions involving appropriations and loans are
detailed in Notes 4, 8, 10, and 15 below. These other organizations are:


(l) Investment income: Ordinary income from investments, loans, and the like is accounted for in the fund owning the assets.


(k) Current assets and liabilities: Assets and liabilities are classified as current or long-term, depending on their characteristics. This excludes from
current assets, cash and claims to cash that are: restricted to use for other than current operations, committee allocated for the acquisition or
construction of plant assets or for the liquidation of plant fund debt. This excludes from current liabilities: long-term portion of all debt, plant fund debt
payable within the next fiscal year to the extent covered by designated plant fund liquid assets. Working capital (current assets less current liabilities) for
the Organization usually reflects working capital of only the operating funds, since usually no assets or liabilities of the plant, annuity, or trust funds are
classified as current.


LivingWell Adventist Book Center (ABC): A retail outlet for religious merchandise which is a department of the Organization, operating under
the Organization's executive committee. It is self-supporting, and inter-organization transactions are limited to those in the ordinary course of
business.


Legal title of the ABC real property is vested in the Organization; asset values are accounted for in the financial statements of the ABC. (See
Note 18.)


District of Columbia Conference Corporation of Seventh-day Adventists and Virginia Conference Agency of Seventh-day Adventists, Inc.:
Incorporated entities which reorganized in 1924 to form the Potomac Conference of Seventh-day Adventists. These entities do not have any
assets, liabilities, or activity but are still considered by their respective territories to be active corporations.
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


2019  2018 2017 2016 2015
$ 2,600               2,600             1,600              1,600             1,400             


7,439,560        6,352,293      5,770,059       5,561,087      4,010,935      
Total 7,442,160        6,354,893      5,771,659       5,562,687      4,012,335      
Less: cash held for agency (413,284)          (435,924)        (358,626)         (1,266,160)     (1,566,790)     


$ 7,028,876        5,918,969      5,413,033       4,296,527      2,445,545      


2019 2018 2017 2016 2015
$ 4,686,849        4,247,525      5,134,798       4,254,793      3,334,318      


1,719,019        2,859,115      2,281,452       1,783,360      1,929,932      
2,543,062        2,085,783      1,372,757       935,864         881,861         


292,331           283,794         129,143          263,200 124,501         
208,489           390,185         323,323          175,175 323,874         
210,351           150,564         58,656            278,694         184,165         
124,075           115,933         19,137            45,906           53,180           
11,183             11,498           9,365              41,196           20,924           


117,623           70,303           55,964            15,705           12,932           
79,342             148,509         153,969          73,117           91,638           


9,992,324        10,363,209    9,538,564       7,867,010      6,957,325      
Less: allowance for uncollectable accounts (172,671)          (172,671)        (172,671)         (173,741)        (177,655)        


$ 9,819,653        10,190,538    9,365,893       7,693,269      6,779,670      


Trust fund: An accounting entity for assets that are held in a trustee capacity. This fund is limited to certain unconditional, irrevocable trust
agreements that name the Organization as the trustee.


Potomac Conference Education Foundation: Organized to receive donations and distribute funds to provide financial aid for the education of
students residing in the Commonwealth, and to conduct any other activities permissible under Virginia law. The Organization is the sole
member of the Foundation. (See Note 18.)


(p) Reclassification: Certain prior-year amounts have been reclassified to conform with current year classifications.


Accounts receivable, net - current


(o) Fund accounting: To ensure observance of limitations and restrictions placed on the use of resources available to the Organization, the accounts are
maintained in accordance with the principles of fund accounting. Resources are classified for accounting and reporting into funds established according
to their nature and purposes. Separate accounts are maintained for each fund; however, in the accompanying financial statements, funds have been
combined into groups, and totals are presented for the Organization as a whole. The funds and fund groups are described in further detail below.


Higher organization
Other SDA entities


Shenandoah Valley Academy


Churches


Note 3 – Accounts receivable 


ABC
Takoma Academy


Annuity fund: Represents resources that have been received according to the conditions stated in the gift annuity agreements. By
denominational policy all funds received are to be held until maturity, and no portion of such funds received may be used except to meet the
regular annuity payments according to the terms of the agreements.


Total cash and cash equivalents


Checking accounts
Imprest cash


Note 2 – Cash and cash equivalents 


Note 1 – Summary of significant accounting policies (continued) 


Total accounts receivable
Miscellaneous


Church schools


Plant funds: The unexpended plant and net invested in plant funds. The unexpended plant fund represents resources that were donor restricted
or Conference committee allocated for plant acquisitions. Since operating funds allocated by the Organization's committee can be returned to
the operating funds by action of the committee, they are included in the unrestricted section of net assets, and appear as allocated net assets.
This balance includes the unused portion of funded depreciation, additional funds transferred for plant acquisitions, proceeds from sale of plant
assets, and unrestricted plant fund investment earnings. The net invested in plant fund represents plant assets acquired, respective
accumulated depreciation, and any respective debt. 


Operating funds: Unrestricted and restricted resources available for current operations. The operating funds also show the total held as fiscal
agent for others.


Other funds: A combination of the annuity and trust funds. Following are descriptions of them.


Church remittances


Employees' accounts


(n) Affiliated organizations (continued):


Great Kids Development Center, Inc: A separately incorporated entity organized to conduct early childhood education and childcare services
and operate in harmony with and be supportive of the mission of the Seventh-day Adventist Church denomination. Its membership is
nominated and appointed by the executive committee of the Organization. (See Note 18.)
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 4 – Notes and loans receivable - operating 


 Current  Long-term  Total
Schools, 1.25% to 3.25%, $1,000 to $11,087 per month $ 91,997            379,672         471,669         
ABC - 1.25% 31,621            437,422         469,043         


3,700,705       -                    3,700,705      
Total operating notes and loans receivable, net $ 3,824,323       817,094         4,641,417      


 Current  Long-term  Total
Employee advances, 6%, $130 per month $ 1,950              -                    1,950             
Schools, 1.25% to 3.25%, $1,000 to $11,087 per month 91,997            491,107         583,104         
ABC - 1.25% 31,621            469,043         500,664         


3,636,573       -                    3,636,573      
Total operating notes and loans receivable, net $ 3,762,141       960,150         4,722,291      


 Current  Long-term  Total
Employee advances, 6%, $130 per month $ 780                 -                    780                
Schools, 1.25% to 3.25%, $1,000 to $11,087 per month 132,729          603,827         736,556         
ABC - 1.25% 31,621            500,664         532,285         


3,591,441       -                    3,591,441      
Total operating notes and loans receivable, net $ 3,756,571       1,104,491      4,861,062      


 Current  Long-term  Total
Employee advances, 6%, $130 per month $ 3,250              -                    3,250             
Schools, 1.25% to 3.25%, $1,000 to $11,087 per month 144,485          698,466         842,951         
ABC - 1.25% 31,621            532,285         563,906         


3,730,817       -                    3,730,817      
Total operating notes and loans receivable, net $ 3,910,173       1,230,751      5,140,924      


 Current  Long-term  Total
Employee advances, 6%, $130 per month $ 2,860              -                    2,860             
Schools, 1.25% to 3.25%, $1,000 to $11,087 per month 233,226          1,422,883      1,656,109      
ABC - 1.25% 31,621            563,906         595,527         


2,793,591       -                    2,793,591      
Secured


794                 -                    794                
3,062,092       1,986,789      5,048,881      
(363,138)         -                    (363,138)        


Total operating notes and loans receivable, net $ 2,698,954       1,986,789      4,685,743      


Note 5 – Land, buildings, and equipment
Total Accumulated
Cost Depreciation Net Value Operating Other


$ 1,243,895        -                    1,243,895       -                    -                    
1,325,394        1,183,907      141,487          37,939           -                    
7,666,091        4,603,234      3,062,857       164,271         -                    
3,273,086        2,314,729      958,357          117,107         -                    


157,214           56,776           100,438          39,303           -                    
286,456           223,253         63,203            17,217           -                    


Construction in process 10,961             -                    10,961            -                    -                    
Total Conference use $ 13,963,097      8,381,899      5,581,198       375,837         -                    


$ 13,852,802      -                    13,852,802     -                    -                    
1,221,268        1,087,048      134,220          -                    53,291           


84,142,735      43,491,245    40,651,490     -                    2,772,778      
5,242,536        -                    5,242,536       -                    -                    


$ 104,459,341    44,578,293    59,881,048     -                    2,826,069      


CURF - 90-day note, 1.25%


Columbia Union Revolving Fund (CURF) - 90-day note, 1.25%


Allowance for uncollectable accounts


Buildings


Affiliated entities use
Land


2016


Unsecured 


Vehicles


Buildings


Unsecured 


Capital leases
Equipment


CURF - 90-day note, 1.25%


Land improvements


CURF - 90-day note, 1.25%


Employees, 7.5%; $401 per month


Conference use 


2018
Unsecured 


2019


CURF - 90-day note, 1.25%


2017


Depreciation Expense


Unsecured 


Land


2015


Subtotal


Total affiliated entities use


Unsecured 


2019


Construction in process


Land improvements
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


 
Note 5 – Land, buildings, and equipment (continued)


Total Accumulated
Cost Depreciation Net Value Operating Other


$ 1,212,455        -                    1,212,455       -                    -                    
1,321,846        1,145,968      175,878          40,874           -                    
6,673,681        4,438,963      2,234,718       144,894         -                    
2,659,420        2,198,922      460,498          114,714         -                    


157,214           17,473           139,741          33,385           -                    
252,983           220,663         32,320            17,388           -                    


Construction in process 10,961             -                    10,961            -                    -                    
Total Conference use $ 12,288,560      8,021,989      4,266,571       351,255         -                    


$ 14,245,171      -                    14,245,171     -                    -                    
1,121,854        1,033,757      88,097            -                    53,292           


83,857,538      40,906,463    42,951,075     -                    2,223,514      
2,859,394        -                    2,859,394       -                    -                    


$ 102,083,957    41,940,220    60,143,737     -                    2,276,806      


Total Accumulated
Cost Depreciation Net Value Operating Other


$ 1,103,067        -                    1,103,067       -                    -                    
1,308,296        1,105,094      203,202          41,158           -                    
6,276,007        4,294,069      1,981,938       141,489         -                    
2,439,064        2,090,974      348,090          102,071         -                    


287,604           223,248         64,356            34,134           -                    
233,160           203,275         29,885            15,771           -                    


Construction in process 10,961             -                    10,961            -                    -                    
Total Conference use $ 11,658,159      7,916,660      3,741,499       334,623         -                    


$ 13,864,178      -                    13,864,178     -                    -                    
1,121,854        980,465         141,389          -                    55,655           


81,148,726      38,682,949    42,465,777     -                    1,894,995      
3,323,930        -                    3,323,930       -                    -                    


$ 99,458,688      39,663,414    59,795,274     -                    1,950,650      


Total Accumulated
Cost Depreciation Net Value Operating Other


$ 1,103,067        -                    1,103,067       -                    -                    
1,308,296        1,063,936      244,360          40,404           -                    
6,276,007        4,152,580      2,123,427       142,272         -                    
2,287,088        1,993,215      293,873          97,802           -                    


287,604           189,114         98,490            62,388           -                    
233,160           187,504         45,656            15,120           -                    


Total Conference use $ 11,495,222      7,586,349      3,908,873       357,986         -                    


$ 14,193,456      -                    14,193,456     -                    -                    
1,121,854        924,810         197,044          -                    59,831           


82,547,739      37,773,729    44,774,010     -                    1,858,154      
2,778,236        -                    2,778,236       -                    -                    


$ 100,641,285    38,698,539    61,942,746     -                    1,917,985      


Total Accumulated
Cost Depreciation Net Value Operating Other


$ 1,179,673        -                    1,179,673       -                    -                    
1,303,616        1,039,142      264,474          37,453           -                    
6,607,017        4,217,237      2,389,780       141,974         -                    
2,233,111        1,913,932      319,179          103,712         -                    


287,423           241,463         45,960            40,580           -                    
227,769           175,945         51,824            12,182           -                    


Total Conference use $ 11,838,609      7,587,719      4,250,890       335,901         -                    


$ 13,698,515      -                    13,698,515     -                    -                    
1,121,854        864,979         256,875          -                    58,463           


72,612,822      35,962,571    36,650,251     -                    1,576,800      
12,208,230      -                    12,208,230     -                    -                    


$ 99,641,421      36,827,550    62,813,871     -                    1,635,263      


Vehicles


2016


Capital leases


Total affiliated entities use


Capital leases


Affiliated entities use
Land


Vehicles


Buildings


Vehicles


Depreciation Expense


2015


Land improvements


Land improvements


Affiliated entities use


2018


Land


Conference use 


Affiliated entities use


Buildings
Equipment
Capital leases


Land improvements


Buildings
Equipment


Depreciation Expense
Conference use 
Land
Land improvements
Buildings


Vehicles


Buildings


Affiliated entities use


Land
Land improvements


Land improvements
Buildings


Construction in process
Total affiliated entities use


Construction in process


Land improvements


Land


2017
Depreciation Expense


Conference use 
Land
Land improvements


Equipment


Depreciation Expense
Conference use 
Land


Equipment


Buildings
Construction in process
Total affiliated entities use


Land


Buildings
Construction in process
Total affiliated entities use


Capital leases
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 5 – Land, buildings, and equipment (continued)


Changes in cost Cost Cost
2018 Additions Deletions 2019


$ 1,212,455      31,440            -                    1,243,895      
1,321,846      3,548              -                    1,325,394      
6,673,681      992,410          -                    7,666,091      
2,659,420      615,701          2,035             3,273,086      


157,214         -                     -                    157,214         
252,983         48,101            14,628           286,456         


Construction in process 10,961           -                     -                    10,961           
Total Conference use $ 12,288,560    1,691,200       16,663           13,963,097    


$ 14,245,171    380,000          772,369         13,852,802    
Land improvements 1,121,854      99,414            -                    1,221,268      


83,857,538    473,197          188,000         84,142,735    
2,859,394      2,383,142       -                    5,242,536      


$ 102,083,957  3,335,753       960,369         104,459,341  


Accumulated Accumulated
Changes in accumulated depreciation Depreciation Depreciation


2018 Additions Deletions 2019
$ 1,145,968      37,939            -                    1,183,907      


4,438,963      164,271          -                    4,603,234      
2,198,922      117,107          1,300             2,314,729      


17,473           39,303            -                    56,776           
220,663         17,217            14,627           223,253         


Total Conference use $ 8,021,989      375,837          15,927           8,381,899      


$ 1,033,757      53,291            -                    1,087,048      
40,906,463    2,772,778       187,996         43,491,245    


$ 41,940,220    2,826,069       187,996         44,578,293    


Cost Cost
2017 Additions Deletions 2018


$ 1,103,067      109,388          -                    1,212,455      
1,308,296      13,550            -                    1,321,846      
6,276,007      397,674          -                    6,673,681      
2,439,064      228,918          8,562             2,659,420      


287,604         147,296          277,686         157,214         
233,160         19,823            -                    252,983         


Construction in process 10,961           -                     -                    10,961           
Total Conference use $ 11,658,159    916,649          286,248         12,288,560    


$ 13,864,178    380,993          -                    14,245,171    
Land improvements 1,121,854      -                     -                    1,121,854      


81,148,726    2,708,812       -                    83,857,538    
3,323,930      23,036            487,572         2,859,394      


$ 99,458,688    3,112,841       487,572         102,083,957  


Accumulated Accumulated
Depreciation Depreciation


2017 Additions Deletions 2018
$ 1,105,094      40,874            -                    1,145,968      


4,294,069      144,894          -                    4,438,963      
2,090,974      114,714          6,766             2,198,922      


223,248         33,385            239,160         17,473           
203,275         17,388            -                    220,663         


Total Conference use $ 7,916,660      351,255          245,926         8,021,989      


$ 980,465         53,292            -                    1,033,757      
38,682,949    2,223,514       -                    40,906,463    


$ 39,663,414    2,276,806       -                    41,940,220    


Land


Land


Conference use


Land improvements
Buildings
Equipment
Capital leases
Vehicles


Affiliated entities use


Land


Total affiliated entities use


Buildings
Construction in process
Total affiliated entities use


Conference use 


Land improvements
Buildings


Vehicles


Affiliated entities use


Changes in cost


Land improvements
Buildings
Equipment
Capital leases


Conference use
Land


Total affiliated entities use


Changes in accumulated depreciation 
Conference use 


Land improvements
Buildings
Equipment
Capital leases
Vehicles


Buildings


Affiliated entities use


Buildings
Construction in process


Affiliated entities use
Land improvements


Capital leases


Total affiliated entities use


Vehicles


Land improvements
Buildings
Equipment
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 5 – Land, buildings, and equipment (continued)


Cost Cost
2016 Additions Deletions 2017


$ 1,103,067      -                     -                    1,103,067      
1,308,296      -                     -                    1,308,296      
6,276,007      -                     -                    6,276,007      
2,287,088      156,575          4,599             2,439,064      


287,604         -                     -                    287,604         
233,160         -                     -                    233,160         


Construction in process -                    10,961            -                    10,961           
Total Conference use $ 11,495,222    167,536          4,599             11,658,159    


$ 14,193,456    402,242          731,520         13,864,178    
1,121,854      -                     -                    1,121,854      


82,547,739    1,184,271       2,583,284      81,148,726    
2,778,236      545,694          -                    3,323,930      


$ 100,641,285  2,132,207       3,314,804      99,458,688    


Accumulated Accumulated
Depreciation Depreciation


2016 Additions Deletions 2017
$ 1,063,936      41,158            -                    1,105,094      


4,152,580      141,489          -                    4,294,069      
1,993,215      102,071          4,312             2,090,974      


189,114         34,134            -                    223,248         
187,504         15,771            -                    203,275         


Total Conference use $ 7,586,349      334,623          4,312             7,916,660      


$ 924,810         55,655            -                    980,465         
37,773,729    1,894,995       985,775         38,682,949    


$ 38,698,539    1,950,650       985,775         39,663,414    


Cost Cost
Conference use 2015 Additions Deletions 2016
Land $ 1,179,673      -                     76,606           1,103,067      
Land Improvements 1,303,616      20,291            15,611           1,308,296      
Buildings 6,607,017      30,900            361,910         6,276,007      
Equipment 2,233,111      77,935            23,958           2,287,088      
Capital Leases 287,423         114,918          114,737         287,604         
Vehicles 227,769         8,954              3,563             233,160         
Total Conference use $ 11,838,609    252,998          596,385         11,495,222    


Affiliated entities use
$ 13,698,515    502,941          8,000             14,193,456    


1,121,854      -                     -                    1,121,854      
Buildings 72,612,822    9,981,917       47,000           82,547,739    
Construction in process 12,208,230    59,944            9,489,938      2,778,236      
Total affiliated entities use $ 99,641,421    10,544,802     9,544,938      100,641,285  
 


Accumulated Accumulated
Changes in accumulated depreciation Depreciation Depreciation
Conference use 2015 Additions Deletions 2016
Land improvements $ 1,039,142      40,404            15,610           1,063,936      
Buildings 4,217,237      142,272          206,929         4,152,580      
Equipment 1,913,932      97,802            18,519           1,993,215      
Capital leases 241,463         62,388            114,737         189,114         
Vehicles 175,945         15,120            3,561             187,504         
Total Conference use $ 7,587,719      357,986          359,356         7,586,349      


Affiliated entities use
Land improvements $ 864,979         59,831            -                    924,810         
Buildings 35,962,571    1,858,154       46,996           37,773,729    
Total affiliated entities use $ 36,827,550    1,917,985       46,996           38,698,539    


A church property with a cost of $8,606,795 was pledged as collateral for a Severn Bank, Inc. loan at December 31, 2019 (see Note 10).


Land improvements
Land


Land improvements
Land


Buildings


Changes in cost


Vehicles


Affiliated entities use


Conference use
Land
Land improvements
Buildings
Equipment
Capital leases


Changes in accumulated depreciation 
Conference use 
Land improvements
Buildings
Equipment


Construction in process
Total affiliated entities use


Total affiliated entities use


Changes in cost


Capital leases
Vehicles


Affiliated entities use
Land improvements
Buildings
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 6 – Investments in land and property 


2019 2018
Operating Plant Total Total


$ 11,855           1,131,531       1,143,386      550,876         
Total investments in land and property $ 11,855           1,131,531       1,143,386      550,876         


2017 2016 2015
Total Total Total


$ 2,535,726       471,925         475,677         
Total investments in land and property $ 2,535,726       471,925         475,677         


Note 7 – Cash and investments held for other than operating 2019 2018
Plant Other Funds Total Total


$ 303,475         996                 304,471         2,902,420      
Money market accounts 2,034,531      -                     2,034,531      -                    


-                    324,384          324,384         283,998         
Total cash and investments held for other than operating $ 2,338,006      325,380          2,663,386      3,186,418      


2017 2016 2015
Total Total Total


$ 2,083,459       1,433,463      612,028         
302,806          276,448         264,703         


Total cash and investments held for other than operating $ 2,386,265       1,709,911      876,731         


The carrying amounts are stated at fair value.


Composition of investment return Operating Nonoperating 2019 2018
Activity Activity Total Total


Interest and dividends from investments $ -                    8,389 8,389             8,780
Unrealized gain (loss) in value of investments -                    16,466 16,466           (8,394)
Net gain (loss) on investments for which carrying value is fair value* -                    16,466            16,466           (8,394)            
Total income from investments excluding cash -                    24,855            24,855           386                
Interest earned on cash and cash equivalents 10,976 -                     10,976           13,790
Total investment return $ 10,976           24,855            35,831           14,176           


*The Organization did not have any gain or loss on investments for which carrying value is not fair value.


Source of fair value information


Level 1: Observable quoted market prices in active markets for identical assets or liabilities


Level 3: Unobservable inputs and assumptions based on judgment and the best information available


The Organization used the following inputs to determine fair values of assets valued on a recurring basis:


Level 1 Level 2 Level 3
Cash $ 304,471          -                    -                    
Money market 2,034,531       -                    -                    
Equity securities -                     324,384         -                    
Totals $ 2,339,002       324,384         -                    


Investments in land and property


Investments in land and property


Endowment securities investments
Checking accounts


Ten, seven, nine, eight, and nine local church properties have been classified as held for sale as of December 31, 2019, 2018, 2017, 2016 and 2015,
respectively.


Long-term investments in property consist of properties received by donation or maturity of a trust or will. The Organization has been attempting to sell
the properties. The properties are valued at fair value on the date of receipt, plus holding costs and taxes. 


Checking accounts


Endowment securities investments


The Organization is subject to accounting principles that require disclosure about the information used to determine fair values for assets and liabilities 
that are subject to fair value accounting on either a recurring or non-recurring basis. This information is separated into three “levels” of inputs, as follows:


Level 2: Direct or indirect observable market data, such as quoted prices in inactive markets for identical assets or liabilities, quoted prices in 
active markets for similar assets or liabilities, and other observable market data correlated to identical or similar assets or liabilities


2019
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 8 – Notes receivable held for other than operating 


 Current  Long-term  Total
$ 1,236,102       27,011,110    28,247,212    


ABC, 4.25%* 40,225            2,541,811      2,582,036      
CURF, 1.25%, due 90 days from demand 835,147          -                    835,147         


2,111,474       29,552,921    31,664,395    
-                     (6,534,413)     (6,534,413)     


2,111,474       23,018,508    25,129,982    


CURF, 1.25%, due 90 days from demand 49,123            -                    49,123           
49,123            -                    49,123           


$ 2,160,597       23,018,508    25,179,105    


 Current  Long-term  Total
$ 1,058,519       25,957,422    27,015,941    


ABC, 4.25%* 84,961            1,766,450      1,851,411      
CURF, 1.25%, due 90 days from demand 820,674          -                    820,674         


1,964,154       27,723,872    29,688,026    
-                     (6,534,413)     (6,534,413)     


1,964,154       21,189,459    23,153,613    


CURF, 1.25%, due 90 days from demand 46,934            -                    46,934           
46,934            -                    46,934           


$ 2,011,088       21,189,459    23,200,547    


 Current  Long-term  Total
Church and school loans, 4.25% - 5.75%* $ 4,308,247       21,049,134    25,357,381    
ABC, 4.25%* 81,419            1,851,710      1,933,129      


4,389,666       22,900,844    27,290,510    
-                     (6,534,413)     (6,534,413)     


4,389,666       16,366,431    20,756,097    


CURF, 1.25%, due 90 days from demand 49,078            -                    49,078           
49,078            -                    49,078           


$ 4,438,744       16,366,431    20,805,175    


 Current  Long-term  Total
Church and school loans, 4.25% - 5.75%* $ 4,189,825       21,606,471    25,796,296    
ABC, 4.25%* 77,450            1,947,279      2,024,729      


4,267,275       23,553,750    27,821,025    
-                     (6,532,913)     (6,532,913)     


4,267,275       17,020,837    21,288,112    


CURF, 1.25%, due 90 days from demand 93,956            -                    93,956           
93,956            -                    93,956           


$ 4,361,231       17,020,837    21,382,068    


 Current  Long-term  Total
Church and school loans, 4.25% - 5.75%* $ 3,482,118       22,298,602    25,780,720    
ABC, 4.25%* 74,229            2,024,813      2,099,042      


3,556,347       24,323,415    27,879,762    
-                     (6,609,413)     (6,609,413)     


3,556,347       17,714,002    21,270,349    


CURF, 1.25%, due 90 days from demand 96,339            -                    96,339           
96,339            -                    96,339           


$ 3,652,686       17,714,002    21,366,688    


*See Note 10.


2015
Plant fund


Subtotal
Allowance for uncollectable accounts
Total plant fund notes receivable, net


Total other funds notes receivable


Total notes and loans receivable


Total other funds notes receivable


Annuity fund


2017


Total other funds notes receivable


Total notes and loans receivable


Allowance for uncollectable accounts


2016
Plant fund


Subtotal


Total plant fund notes receivable, net


Annuity fund


Total notes and loans receivable


Allowance for uncollectable accounts
Total plant fund notes receivable, net


Annuity fund


Plant fund


Subtotal


2018


Allowance for uncollectable accounts


Church and school loans, 4.25%*


Total other funds notes receivable


Total notes and loans receivable


Plant fund


Subtotal


Total plant fund notes receivable, net


Allowance for uncollectable accounts
Total plant fund notes receivable, net


Annuity fund


Total other funds notes receivable


Total notes and loans receivable


2019
Plant fund


Annuity fund


Church and school loans, 4.25%*


Subtotal
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


2019 2018 2017 2016 2015
Columbia Union Conference - remittances $ 1,992,656        2,021,373      2,155,836       2,036,045      1,998,735      


-                       (80,477)          1,869              222                148,374         
226,429           205,304         243,986          218,321         191,280         
209,462           216,983         186,650          191,207         202,043         
212,380           242,289         205,534          176,466         148,775         


9,171               77,111           53,475            -                    -                    
9,547               9,547             9,547              2,192             2,192             


30,963             15,266           92,601            8,297             10,418           
-                       -                    -                     525                525                
-                       -                    16,590            -                    -                    


412,746           440,571         468,396          496,221         524,046         
170,518           63,945           69,995            28,398           37,002           
78,807             56,928           35,071            18,108           16,081           
9,389               10,334           25,775            29,532           24,631           


365,820           329,917         59,597            61,054           58,869           
493,691           721,688         486,783          520,500         384,397         


Total current accounts payable, operating fund $ 4,221,579        4,330,779      4,111,705       3,787,088      3,747,368      


$ 305,042           244,796         244,796          249,419         316,640         
Total long-term accounts payable, operating fund $ 305,042           244,796         244,796          249,419         316,640         


Escrow $ 1,035               -                    -                     -                    -                    
Miscellaneous 4,368               9,815             253,968          4,316             10,315           
Total plant fund $ 5,403               9,815             253,968          4,316             10,315           


Note 10 – Notes payable 


 Current Long-term  Total
$ 40,225            2,541,811      2,582,036      


CURF - churches, 4.75%, $3,073 - $10,864 116,818          3,777,006      3,893,824      
157,043          6,318,817      6,475,860      


Net invested in plant fund
**Severn Savings Bank - church, 4.125%, $32,633 317,218          1,630,054      1,947,272      
CURF - school, 4.75%, $13,437 53,059            2,017,673      2,070,732      
CURF - churches, 4.75%, $924 - $27,567  609,014          14,086,657    14,695,671    


979,291          17,734,384    18,713,675    
$ 1,136,334       24,053,201    25,189,535    


 Current Long-term  Total
$ 84,961            1,766,450      1,851,411      


CURF - churches, 4.75%, $3,073 - $10,864 115,636          3,389,660      3,505,296      
200,597          5,156,110      5,356,707      


Net invested in plant fund
**Severn Savings Bank - church, 4.125%, $32,633 282,770          2,079,982      2,362,752      
CURF - school, 4.75%, $13,437 60,605            2,076,792      2,137,397      
CURF - churches, 4.75%, $924 - $27,567  578,962          12,788,106    13,367,068    


922,337          16,944,880    17,867,217    
$ 1,122,934       22,100,990    23,223,924    


 Current Long-term  Total
$ 81,419            1,851,711      1,933,130      


CURF - churches, 4.25%, $2,423 - $7,828 73,514            2,658,604      2,732,118      
-                     885,973         885,973         


154,933          5,396,288      5,551,221      
Net invested in plant fund
**Severn Savings Bank - church, 4.125% 282,770          2,483,947      2,766,717      
**C&F Bank - school, 4.25%, $12,523  58,949            2,116,676      2,175,625      
CURF - churches, 4.25%, $647 - $27,567 508,019          10,798,824    11,306,843    
CURF - Camp Blue Ridge, 4.25%, $1,090 1,209              -                    1,209             


-                     2,043,276      2,043,276      
850,947          17,442,723    18,293,670    


$ 1,005,880       22,839,011    23,844,891    


Total unexpended


CURF - churches, 4.25%, interest only


CURF - churches, 4.25%, interest only


Total net invested


Total unexpended


Total plant fund


Miscellaneous
Taxes


ABC - 4.75%, $13,500


Total unexpended


Unexpended plant fund


Total plant fund


Total net invested


2018


Note 9 – Accounts payable 


ABC - 4.75%, $13,500
Unexpended plant fund


Total plant fund
Total net invested


Accrued retirement allowance


2019


2017
Unexpended plant fund
ABC - 4.25%, $13,500


Other SDA organization
Higher organization


Accrued group medical


Accrued retirement allowance


Accrued property insurance


Shenandoah Valley Academy
Churches and schools


Accrued vacation


Employees
Account receivable credit balances
Commercial accounts
ABC
Takoma Academy
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 10 – Notes payable (continued) 


 Current Long-term  Total
$ 77,450            1,947,279      2,024,729      


CURF - churches, 4.25%, $2,423 - $5,432 70,167            528,683         598,850         
-                     1,221,578      1,221,578      


147,617          3,697,540      3,845,157      
Net invested in plant fund
**Severn Savings Bank - church, 4.125%, $32,633 monthly 266,505          2,887,117      3,153,622      
**C&F Bank - school, 4.25%, $12,523 56,447            2,176,896      2,233,343      
CURF - churches, 4.25%, $647 - $27,567  435,564          10,834,045    11,269,609    
CURF - Camp Blue Ridge, 4.25%, $1,090 12,732            1,232             13,964           


-                     4,254,402      4,254,402      
771,248          20,153,692    20,924,940    


$ 918,865          23,851,232    24,770,097    


 Current Long-term  Total
$ 74,229            2,024,814      2,099,043      


CURF - churches, 4.25%, $2,423 - $5,432 67,230            599,386         666,616         
-                     1,909,006      1,909,006      


141,459          4,533,206      4,674,665      


**Severn Savings Bank - church, 4.125%, $32,633 monthly 250,922          3,273,373      3,524,295      
**C&F Bank - school, 4.25%, $12,523 54,187            2,231,317      2,285,504      
CURF - churches, 4.25%, $647 - $27,567 448,832          11,265,083    11,713,915    
CURF - Camp Blue Ridge, 4.25%, $1,090  12,203            13,983           26,186           


-                     4,288,610      4,288,610      
766,144          21,072,366    21,838,510    


$ 907,603          25,605,572    26,513,175    


Amounts due on principal during the next five years are as follows: Plant
2020 $ 1,136,334      
2021 1,189,081      
2022 1,220,010      
2023 1,271,168      
2024 1,330,141      


Future 19,042,801    
Total $ 25,189,535    


Note 11 – Leases 


 Current Long-term  Total
$ 38,295            61,608           99,903           
$ 38,295            61,608           99,903           


 Current Long-term  Total
$ 37,571            100,021         137,592         
$ 37,571            100,021         137,592         


 Current Long-term  Total
$ 30,858            34,671           65,529           
$ 30,858            34,671           65,529           


 Current Long-term  Total
$ 33,605            66,151           99,756           
$ 33,605            66,151           99,756           


CURF - churches, 4.25%, interest only


CURF - churches, 4.25%, interest only


ABC - 4.25%, $13,500


The Organization leases seven copiers, which are recorded as capital leases expiring in various years through 2022. The assets and liabilities under
capital leases are recorded at the lower of the present value of the minimum lease payments or the fair value of the asset. The assets are depreciated
over the lower of their related lease terms or their estimated productive lives. Depreciation of assets under capital leases is included in depreciation
expense for 2019, 2018, 2017, 2016, and 2015. (See Note 5.)


Net invested in plant fund
Capital leases - seven copiers
Total


2017
Net invested in plant fund


2015


Net invested in plant fund
Capital leases - seven copiers
Total


Total plant fund


Net invested in plant fund


CURF - churches, 4.25%, interest only


Capital leases - seven copiers


CURF - churches, 4.25%, interest only
Total unexpended


2019


Total net invested
Total plant fund


Unexpended plant fund
ABC - 4.25%, $13,500


Total net invested


Total unexpended


2016
Unexpended plant fund


2016


2018
Net invested in plant fund
Capital leases - seven copiers
Total


Total


**The Organization has negotiated a church and a school loan with commercial lending institutions for which the Organization and the local church and
school are jointly and severally liable for the performance and payment of the loans. Accordingly, the loans are shown as notes receivable from the local
church and school (See Note 8) and notes payable to the lending institutions. Principal and interest payments are made by the local church and school to
the banks.
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 11 – Leases (continued)


 Current Long-term  Total
$ 22,630            20,743           43,373           
$ 22,630            20,743           43,373           


Amount
2020 $ 38,295           
2021 38,106           
2022 23,502           
2023 -                    
2024 -                    


Future -                    
Total $ 99,903           


Note 12 – Change in annuities and irrevocable split-interest agreements 
Temporarily


Annuity fund Unrestricted Restricted 2019 2018
Investment earnings $ -                    5,053              5,053             725                
Miscellaneous expense (10)                (313)               (323)               (319)               
Adjustment from (to) present value -                    714                 714                675                
Payment to annuitants -                    (2,550)            (2,550)            (2,550)            
Increase (decrease) to liabilities for year (10)                2,904              2,894             (1,469)            
Net assets, beginning 15,794           22,941            38,735           40,204           
Net assets, ending $ 15,784           25,845            41,629           38,735           


Temporarily
Changes in gift portion - corporation trust fund Unrestricted Restricted 2019 2018
Investment income (interest & dividends) $ -                    924                 924                18,716           
Miscellaneous expense (599)               -                     (599)               (366)               
Unrealized gain (loss) in value of investments 2,165             1,279              3,444             (1,769)            
Increase (decrease) for the year $ 1,566             2,203              3,769             16,581           


Changes in liability to others - corporation trust fund 
Liability due to other remainder beneficiaries $ -                    282,001          282,001         279,015         
Total liability to others $ -                    282,001          282,001         279,015         


Annuity fund 2017 2016 2015
Investment earnings $ 4,408              4,375             208                
Miscellaneous income -                     -                    18,467           
Miscellaneous expense (311)               (308)               290                
Adjustment from (to) present value 35,274            1,186             6,139             
Payment to annuitants (5,475)            (6,450)            (6,053)            
Increase (decrease) to liabilities for year 33,896            (1,197)            19,051           
Net assets, beginning 34,013            35,210           16,159           
Net assets, ending $ 67,909            34,013           35,210           


Changes in gift portion - corporation trust fund 
$ -                     (8,354)            -                    


Investment income (interest & dividends) 983                 877                887                
Miscellaneous expense (524)               11,185           (368)               
Unrealized gain (loss) in value of investments (126)               (971)               (2,010)            
Increase (decrease) for the year $ 333                 2,737             (1,491)            


Changes in liability to others - corporation trust fund 
Liability due to other remainder beneficiaries $ 376,711          459,312         456,303         
Total liability to others $ 376,711          459,312         456,303         


Minimum future rental payments under noncancelable capital leases having remaining terms in excess of one year as of December 31, 2019, for each of
the next five years and in the aggregate are: 


Miscellaneous income


Capital leases - seven copiers
Total


2015
Net invested in plant fund


18







POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 13 – Net assets with donor restrictions
Balance Restricted Restrictions Balance


Temporary restrictions: 12/31/18 Income Released 12/31/19
Pastors and Bible workers $ 6,650             86,559            93,209           -                    
Ministerial scholarships -                    14,805            14,805           -                    
Cultivate 44,353           4,029              -                    48,382           
Evangelism 1,282,004      857,320          609,241         1,530,083      
Church school capital projects -                    32,500            32,500           -                    
Hispanic evangelism -                    16,044            16,044           -                    
Hispanic music ministries -                    1,775              439                1,336             
Hispanic school of theology 10,840           4,000              (9,485)            24,325           
Youth ministry reserve 11,794           14,741            26,535           -                    
Pathfinders -                    3,600              3,600             -                    
Camp Blue Ridge operations -                    3,927              3,927             -                    
Camp Blue Ridge projects 7,904             -                     -                    7,904             
Campground -                    470                 470                -                    
Campmeeting -                    898                 898                -                    
Hispanic campmeeting -                    14,582            14,582           -                    
Church building/equipment 271,680         155,173          148,980         277,873         
Church school -                    763,021          763,021         -                    
Education department -                    46,738            46,738           -                    
Education -                    36,948            36,948           -                    
Worthy student -                    369                 369                -                    
Communications -                    6,489              6,489             -                    
Welfare operations 15,716           -                     (1,102)            16,818           
Religious liberty 3,610             -                     -                    3,610             
Ingathering reversion 14,839           24,351            19,153           20,037           
Total operating fund - net assets with donor restrictions $ 1,669,390      2,088,339       1,827,361      1,930,368      


Plant fund - Hispanic training center $ -                    76,588            76,588           -                    
Total plant fund - net assets with donor restrictions $ -                    76,588            76,588           -                    


$ 22,941           5,767              2,863             25,845           
Total annuity fund - net assets with donor restrictions 22,941           5,767              2,863             25,845           


161,306         2,203              -                    163,509         
Total trust funds - net assets with donor restrictions 161,306         2,203              -                    163,509         


Endowment fund 8,020             31,636            315                39,341           
Total endowment fund - net assets with donor restrictions 8,020             31,636            315                39,341           


Total other funds - net assets with donor restrictions $ 192,267         39,606            3,178             228,695         


Total net assets with temporary donor restrictions $ 1,861,657      2,204,533       1,907,127      2,159,063      


Balance Restricted Restrictions Balance
Permanent restrictions: 12/31/18 Income Released 12/31/19
Conference true endowment $ 176,895         -                     -                    176,895         
Total net assets with permanent donor restrictions $ 176,895         -                     -                    176,895         


Total net assets with donor restrictions $ 2,038,552      2,204,533       1,907,127      2,335,958      


Balance Balance Balance
Temporary restrictions: 12/31/17 12/31/16 12/31/15
Cultivate $ 38,473            29,766           -                    
Evangelism 976,003          491,915         105,013         
Church planting -                     -                    111,814         
Hispanic music ministries 10,840            -                    -                    
Youth ministry reserve 5,993              -                    -                    
Camp Blue Ridge projects 7,904              7,904             7,904             
Church building/equipment 183,588          144,886         169,178         
Education -                     35,944           51,192           
Welfare operations 15,716            -                    -                    
Religious liberty 3,610              3,610             3,610             
Ingathering reversion 23,811            3,706             6,720             
Total operating fund - net assets with donor restrictions $ 1,265,938       717,731         455,431         


$ 24,410            34,013           35,210           
Total annuity fund - net assets with donor restrictions 24,410            34,013           35,210           


149,108          147,405         157,096         
Total trust funds - net assets with donor restrictions 149,108          147,405         157,096         


Endowment fund 24,145            5,382             326                
Total endowment fund - net assets with donor restrictions 24,145            5,382             326                


Total other funds - net assets with donor restrictions $ 197,663          186,800         192,632         


Total net assets with temporary donor restrictions $ 1,463,601       904,531         648,063         


Annuity fund 


Trust funds 


Trust funds 


Annuity fund 
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 13 – Net assets with donor restrictions (continued)
Balance Balance Balance


Permanent restrictions: 12/31/17 12/31/16 12/31/15
Conference true endowment $ 176,895          176,895         166,295         
Total net assets with permanent donor restrictions $ 176,895          176,895         166,295         


Total net assets with donor restrictions $ 1,640,496       1,081,426      814,358         


Committee Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted


Donor-restricted endowments $ -                    39,655            176,895         216,550         
Committee-designated endowment 120,199         -                     -                    -                    
Total endowments, December 31, 2019 $ 120,199         39,655            176,895         216,550         


$ 113,433         8,020              176,895                  184,915 


8,389             380                 -                    380                
16,466           31,255            -                    31,255           
24,855           31,635            -                    31,635           


(16,089)          -                     -                    -                    
(2,000)            -                     -                    -                    


$ 120,199         39,655            176,895         216,550         


Committee Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted


Donor-restricted endowments $ -                    8,020              176,895         184,915         
Committee-designated endowment 113,433         -                     -                    -                    
Total endowments, December 31, 2018 $ 113,433         8,020              176,895         184,915         


$ 116,116         24,145            176,895         201,040         


8,780             278                 -                    278                
(8,394)            (16,403)          -                    (16,403)          


386                (16,125)          -                    (16,125)          
(3,069)            -                     -                    -                    


$ 113,433         8,020              176,895         184,915         


Endowment net assets, beginning of year


Endowment net assets, beginning of year


The Organization is subject to the provisions of the Virginia, Maryland, and District of Columbia Uniform Prudent Management of Institutional Funds Acts
(UPMIFA) because it does have donor-restricted endowment funds. The Organization has interpreted the UPMIFA to require the preservation of the fair
value of the original gift date of donor-restricted endowments, unless explicit donor stipulations provide otherwise. As a result of this interpretation, the
Organization classifies as net assets with permanent donor restrictions: (a) the original value of gifts donated as permanent endowment, (b) the original
value of subsequent gifts to the endowment, and (c) accumulations to the permanent endowment made in accordance with the direction or the applicable
donor gift instrument at the time the accumulation is added to the endowment. The remaining portion of the donor-restricted endowments that are not
classified in net assets with permanent donor restriction are classified as net assets with temporary donor restrictions until those amounts are
appropriated for expenditure by the Organizations in a manner consistent with the standard of prudence prescribed by UPMIFA.


Investment spending policies and relation to investment objectives: The Organization has not yet formulated its endowment spending policies as of
December 31, 2019.


Endowment net asset composition


Net appreciation (decline) consisting of net realized and unrealized 
Total investment return


Endowment net asset composition


Investment income


Changes in endowment net assets


Investment return:


Endowment net assets, end of year


Net appreciation (decline) consisting of net realized and unrealized 


In accordance with UPMIFA, the Organization considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowments:


2) The purposes of the Organization and donor-restricted endowment


4) The possible effect of inflation and deflation


2019


1) The duration and preservation of the endowment


2018


7) The investment policies of the Organizations


Note 14 – Endowment


6) Other resources of the Organizations, and


3) General economic conditions


5) The expected total return from income and appreciation of investments


Changes in endowment net assets


Endowment net assets, end of year


Investment income


Total investment return


Investment return:


Other expense


Other expense
Transfers in (out) to create or use board-designated endowments
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Committee Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted


Donor-restricted endowments $ -                    24,145            176,895         201,040         
Committee-designated endowment 116,116         -                     -                    -                    
Total endowments, December 31, 2017 $ 116,116         24,145            176,895         201,040         


$ 103,521         5,382              176,895         182,277         


4,787             -                     -                    -                    
10,673           18,763            -                    18,763           
15,460           18,763            -                    18,763           
(2,865)            -                     -                    -                    


$ 116,116         24,145            176,895         201,040         


Committee Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted


Donor-restricted endowments $ -                    5,382              176,895         182,277         
Committee-designated endowment 103,521         -                     -                    -                    
Total endowments, December 31, 2016 $ 103,521         5,382              176,895         182,277         


$ 101,500         326                 166,295         166,621         


6,614             -                     -                    -                    
1,823             5,158              1,250             6,408             
8,437             5,158              1,250             6,408             


(6,416)            (102)               9,350             9,248             
$ 103,521         5,382              176,895         182,277         


Committee Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted


Donor-restricted endowments $ -                    326                 166,295         166,621         
Committee-designated endowment 101,500         -                     -                    -                    
Total endowments, December 31, 2015 $ 101,500         326                 166,295         166,621         


$ 100,397         408                 176,414                  176,822 


7,456             -                     -                    -                    
(3,657)            (82)                 (10,119)          (10,201)          
3,799             (82)                 (10,119)          (10,201)          


(2,696)            -                     -                    -                    
$ 101,500         326                 166,295         166,621         


Composition of endowment assets with donor restrictions
Net assets with permanent donor restrictions 2019 2018 2017 2016 2015


$             176,895          176,895 176,895          176,895         166,295         


$ 176,895           176,895         176,895          176,895         176,895         


Note 15 – Related party transactions 


2019 2018 2017 2016 2015
Shenandoah Valley Academy regular $ 795,000           795,000         795,000          795,000         795,000         
Shenandoah Valley Academy special 85,000             85,000           85,000            109,594         185,497         


$ 880,000           880,000         880,000          904,594         980,497         


$ 463,918           398,582         415,000          410,000         399,984         
-                       160,000         -                     35,978           118,129         


$ 463,918           558,582         415,000          445,978         518,113         


LivingWell Adventist Book Center $ 3,796               3,796             3,796              3,796             3,796             


Endowment net assets, end of year


Endowment net assets, beginning of year


Endowment net assets, beginning of year


Endowment net asset composition


2016


Endowment net asset composition


Portion of perpetual endowments required to be  
   retained permanently, either by explicit donor 
   stipulation or by XPMIFA


Endowment net assets, beginning of year


Total investment return


Changes in endowment net assets


Note 14 – Endowment (continued)


Investment return:
Investment income
Net appreciation (decline) consisting of net realized and unrealized 


Investment return:
Investment income


Endowment net assets, end of year


Total investment return


2015


Endowment net asset composition


Investment income
Net appreciation (decline) consisting of net realized and unrealized 


Net appreciation (decline) consisting of net realized and unrealized 
Total investment return
Transfers in (out) to create or use board-designated endowments


Transfers in (out) to create or use board-designated endowments


Endowment net assets, end of year


Changes in endowment net assets


Total endowment assets classified as 
net assets with 


As explained in Note 1, the Organization is affiliated with Richmond, Shenandoah Valley, and Takoma Academies (Academies), and with the ABC.
Balances receivable from and payable to the Academies and ABC are disclosed in Notes 3, 8, 9 and 10. During the years 2019, 2018, 2017, 2016, and
2015, appropriations were made to the Academies and ABC as follows:


Total Shenandoah Valley Academy


Transfers in (out) to create or use board-designated endowments


Total Takoma Academy
Takoma Academy special


Changes in endowment net assets


Investment return:


Takoma Academy regular


2017
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Note 16 – Analysis of expenses


Church 
Ministries Education Publishing


Special 
Services


Locally 
Funded


Total 
Program 
Services


Salaries, benefit and taxes $     11,242,276          8,641,607 - 334,847 7,904,163          28,122,893 
Public relations          570,199             766,513 - 212,376 647,911               2,196,999 
Utilities, repair and maintenance          337,760 - - - -          337,760 
Depreciation          230,655 - - 158 - 230,813 
Evangelism          847,359 - 105 - - 847,464 
Appropriations          148,980          4,496,592 3,796 - -       4,649,368 
Supplies and general            83,619 - - - -            83,619 
Expense distribution          125,811 60,956 - 76,132 - 262,899 
Total expenses $ 13,586,659    13,965,668      3,901             623,513          8,552,074      36,731,815    


General 
Administration


Ingathering 
Reversion


Residence 
Rental 


Employee DB 
Plan 


Total 
Supporting 


Services
Salaries, benefit and taxes $          2,161,703 -                       - -       2,161,703 
Public relations          1,008,014 956 435 - 1,009,405 
Utilities, repair and maintenance             148,611 - 168,303 - 316,914 
Depreciation             122,820 - 22,204 - 145,024 
Evangelism 15,000 - - -            15,000 
Appropriations - 15,697 - -            15,697 
Retirement plan contribution DB - - - 4,152,059            4,152,059 
Supplies and general - - 23,125            - 23,125 
Expense distribution           (257,421) - - -         (257,421)
Total expenses $ 3,198,727        16,653           214,067          4,152,059      7,581,506      


Total Program 
Services


Total 
Supporting 


Services
Salaries, benefit and taxes $      28,122,893       2,161,703 30,284,596    
Public relations        2,196,999       1,009,405 3,206,404      
Utilities, repair and maintenance           337,760          316,914 654,674         
Depreciation           230,813          145,024 375,837         
Evangelism           847,464            15,000 862,464         
Appropriations        4,649,368            15,697 4,665,065      
Retirement plan contribution DB - 4,152,059 4,152,059      
Supplies and general             83,619 23,125 106,744         
Expense distribution           262,899 (257,421) 5,478             
Total expenses $ 36,731,815     7,581,506      44,313,321    


Church 
Ministries Education Publishing


Special 
Services


Locally 
Funded


Total 
Program 
Services


Salaries, benefit and taxes $     11,251,236          8,456,866 - 334,408 7,748,846     27,791,356 
Public relations 459,591         382,774           - 187,330 648,440       1,678,135 
Utilities, repair and maintenance 239,573         - - - -          239,573 
Depreciation 218,278         - - 215 - 218,493 
Evangelism 810,441         10,700             817 - -          821,958 
Appropriations 56,800           4,506,782        3,796             - -       4,567,378 
Supplies and general 70,495           - - - -            70,495 
Expense distribution 124,745         60,422             - 75,466 - 260,633 
Total expenses $ 13,231,159    13,417,544      4,613             597,419          8,397,286      35,648,021    


General 
Administration


Ingathering 
Reversion


Residence 
Rental 


Employee DB 
Plan 


Total 
Supporting 


Services
Salaries, benefit and taxes $          2,137,046 - 71 - 2,137,117 
Public relations 976,168           - - -          976,168 
Utilities, repair and maintenance 168,588           - 274,288 - 442,876 
Depreciation 121,076           - 11,686 - 132,762 
Evangelism 6,150 - - -              6,150 
Appropriations - 15,266 - -            15,266 
Retirement plan contribution DB - - - 4,176,496            4,176,496 
Supplies and general - - 21,249            - 21,249 
Expense distribution (257,955)          - - -         (257,955)
Total expenses $ 3,151,073        15,266           307,294          4,176,496      7,650,129      


2019 Program Services


2019 Supporting Services


2019 Total
Program &
Supporting 
Expenses


2018 Supporting Services


2018 Program Services
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Note 16 – Analysis of expenses (continued)


Total Program 
Services


Total 
Supporting 


Services
Salaries, benefit and taxes $      27,791,356       2,137,117 29,928,473    
Public relations        1,678,135          976,168 2,654,303      
Utilities, repair and maintenance           239,573          442,876 682,449         
Depreciation           218,493          132,762 351,255         
Evangelism           821,958              6,150 828,108         
Appropriations        4,567,378            15,266 4,582,644      
Retirement plan contribution DB                       -       4,176,496 4,176,496      
Supplies and general             70,495            21,249 91,744           
Expense distribution           260,633         (257,955) 2,678             
Total expenses $ 35,648,021     7,650,129      43,298,150    


Methods used for allocation of expenses among program and supporting services


Note 17 – Nonoperating activity without donor restrictions Operating Plant Other 2019
Funds Funds Funds Total


Other income $ -                    1,352,566       -                    1,352,566      
Church and school properties added -                    3,325,406       -                    3,325,406      
Non-operating revenue $ -                    4,677,972       -                    4,677,972      


Interest paid on debt $ -                    (770,761)         -                    (770,761)        
Church and school depreciation -                    (2,826,070)      -                    (2,826,070)     
Appropriations to churches and school -                    (1,101,176)      -                    (1,101,176)     
Other expense -                    (36,470)          (18,953)          (55,423)          
Non-operating expense $ -                    (4,734,477)      (18,953)          (4,753,430)     


Proceeds from sale of plant assets $ -                    930,682          -                    930,682         
Net value of plant assets sold -                    (180,600)         -                    (180,600)        
Net gain (loss) on sale of assets $ -                    750,082          -                    750,082         


Depreciation funding $ (160,000)        160,000          -                    -                    
Plant acquisition funding (94,654)          94,654            -                    -                    
Endowment funding 2,000             -                     (2,000)            -                    
Matured split interest agreement transfers 1,187             -                     (1,187)            -                    
Unexpended plant resources spent -                    (1,701,547)      -                    (1,701,547)     
Purchases added to net invested in plant -                    1,701,547       -                    1,701,547      
Unexpended asset held for sale transferred in -                    767,872          -                    767,872         
Assets held for sale transferred out of net invested -                    (767,872)         -                    (767,872)        
Net transfers between funds $ (251,467)        254,654          (3,187)            -                    


2018 2017 2016 2015
Total Total Total Total


Other income $ 1,604,692      715,633          743,392         853,737         
Church and school properties added 2,625,269      2,132,206       1,054,864      5,720,166      
Miscellaneous income -                    -                     -                    66,264           
Non-operating revenue $ 4,229,961      2,847,839       1,798,256      6,640,167      


Interest paid on debt $ (722,910)        (700,407)         (749,649)        (740,853)        
Church and school depreciation (2,276,806)     (1,950,650)      (1,917,985)     (1,635,263)     
Appropriations to churches -                    (2,198,618)      (1,765,998)     (1,087,594)     
Other expense (80,734)          (19,436)          (15,343)          (4,268)            
Non-operating expense $ (3,080,450)     (4,869,111)      (4,448,975)     (3,467,978)     


Proceeds from sale of plant assets $ 2,280,798      2,165,442 4,180,759      1,668,926
Net value of plant assets sold (1,970,166)     (265,516)         (245,033)        (435,718)        
Net gain (loss) on sale of assets $ 310,632         1,899,926       3,935,726      1,233,208      


Depreciation funding $ 700,000         -                     -                    -                    
Plant acquisition funding (700,000)        -                     -                    -                    
Unexpended plant resources spent (916,649)        (1,770,808)      (1,171,705)     (4,472,113)     
Purchases added to net invested in plant 916,649         1,770,808 1,171,705      4,472,113
Unexpended asset held for sale transferred in -                    2,329,029       -                    -                    
Assets held for sale transferred out of net invested -                    (2,329,029)      -                    -                    
Net transfers between funds $ -                    -                     -                    -                    


The financial statements report depreciation expenses that are attributable to one or more program or supporting services of the Organization.
Depreciation is allocated based on a square footage basis.


2018 Total
Program &
Supporting 
Expenses
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Note 18 – Basis of special presentation 


Note 19 – Pension and other post-retirement benefits 


Defined benefit plans


1.


2.


Required contributions from the Organization: NADRP RAHAP TOTAL
For the year ended December 31, 2019 $        3,059,412       1,092,647       4,152,059 
For the year ended December 31, 2018 $        3,077,418       1,099,078       4,176,496 
For the year ended December 31, 2017 $        2,975,589       1,062,710       4,038,299 
For the year ended December 31, 2016 $        2,843,768       1,053,247       3,897,015 
For the year ended December 31, 2015 $        2,767,566       1,025,025       3,792,591 


Total contributions received from all employers:
For the plan year ended December 31, 2019 $  *  * 
For the plan year ended December 31, 2018 $    116,320,826     42,806,003 
For the plan year ended December 31, 2017 $    110,851,633     40,409,332 
For the plan year ended December 31, 2016 $    105,681,437     38,553,586 
For the plan year ended December 31, 2015 $    104,592,497     37,631,162 


For the plan year ended December 31, 2019  *  * 
For the plan year ended December 31, 2018  less than  less than 
For the plan year ended December 31, 2017  less than  less than 
For the plan year ended December 31, 2016  less than  less than 
For the plan year ended December 31, 2015  less than  less than 


For the plan year ended December 31, 2019 $  *  * 
For the plan year ended December 31, 2018 $    243,287,022     79,634,931 
For the plan year ended December 31, 2017 $    244,084,852     76,021,105 
For the plan year ended December 31, 2016 $    221,751,327     60,247,027 
For the plan year ended December 31, 2015 $    213,701,656     61,394,641 


*2019 Retirement Plan information not  yet available


Date of plan year-end for latest actuarial information 12/31/2018 12/31/2018
Actuarial liability for future benefits $    1,436,554,117      468,150,310 
Value of net assets available for benefits    243,287,022     79,634,931 
Plan funded status as of date of last actuarial data Less than 65% Less than 65%


The defined benefit health care plan known as the General Conference of Seventh-day Adventist North American Division Retiree Auxiliary
Healthcare Assistance and Death Benefit Plan (RAHAP). This plan, which covers substantially all employees of the Organization, is
administered by NAD in Columbia, Maryland, and is exempt from the Employee Retirement Income Security Act of 1974 as a “multiple-
employer” plan of a church-related agency. This plan provides primarily health-care benefits which supplement Medicare benefits. The extent of
these benefits is based on years of service and the beneficiary’s monthly contribution.


The accompanying special-purpose financial statements include all the accounts and activity of the Organization, except for the accounts and activity of
LivingWell Adventist Book Center (ABC), which is a department of the Organization. Also excluded are Living Hope School of Evangelism, Inc (LHSE)
and Potomac Conference Education Foundation (PCEF), which are controlled entities. Compliance with FASB Accounting Standards Codification
Section 958-210-45 would require the ABC, LHSE and PCEF to be included in general-use financial statements of the Organization. The Organization
believes this special presentation is useful to analyze the financial statements of the major portion of the Organization, excluding the ABC, LHSE, and
PCEF. Also, this presentation is in accordance with an agreement with Severn Bank, Inc., for financing purposes.


The defined benefit pension plan known as the Seventh-day Adventist Retirement Plan of the North American Division (NADRP). This plan,
which covers substantially all employees of the Organization, is administered by the General Conference of Seventh-day Adventists, North
American Division (NAD), in Columbia, Maryland, and is exempt from the Employee Retirement Income Security Act of 1974 as a "multiple-
employer" plan of a church-related agency. This plan provides primarily monthly pension benefits based on years of service and other factors.


The NAD Committee voted to freeze accrual of service credit in NADRP effective December 31, 1999, except for employees who chose the career
completion option, and to start a new defined contribution plan effective January 1, 2000. Certain employees will continue to be eligible for future benefits
under this plan. The Organization continues to make contributions to this plan, at rates determined annually by the plan.


Because the following information is not publicly available, it is required to be disclosed on the 
   basis of information received from each plan.


Accounting standards define these plans as “multiemployer” plans. As such, it is not required, nor is it possible, to determine the actuarial value of
accumulated benefits or plan net assets for employees of the Organization apart from other plan participants.


Information about the required contributions to these plans, the actuarial obligation for future benefits, and the funded status of these plans, are
presented in the tables below.


Whether the Organization’s contributions were more than or less than 5% of the total 
   contributions received by each plan:


Because the following information is not publicly available, it is required to be disclosed on the 
basis of information received from each plan.


The Organization participates in the following non-contributory, defined benefit plans:


Plan net assets available for benefits:


Actuarial obligation and funded status
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Note 19 – Pension and other post-retirement benefits (continued)


●


●


●


●


●


●


●


●


●


The Organization is generally a remainder beneficiary of at least a portion of these various trust assets. The General Conference Auditing Service has
performed a separate review of the Organization’s fiduciary administration of the trusts for which the Organization is trustee, and has issued a separate
report thereon dated January 21, 2020.


Defined contribution plan
Effective January 1, 2000, the Organization participates in a defined contribution retirement plan known as "The Adventist Retirement Plan." This plan,
which covers substantially all employees of the Organization, is administered by NAD in Columbia, Maryland, and is exempt from the Employee
Retirement Income Security Act of 1974 as a multiple-employer plan of a church-related agency. 


No funding improvement plans or rehabilitation plans had been implemented or were pending.


The Organization's assets include $31,769,960 of loans receivable from related organizations and $0 of loans receivable from employees at December
31, 2019. These loans represent 31% of the Organization's total assets. Management’s estimate of the collectability of these loans could be subject to a
similar economic impact as mentioned above for contribution revenue. 


The Organization has guaranteed certain liabilities of local church congregations and school constituencies payable to CURF. The balance due on these
loans was $6,787,280, $6,636,638, $5,624,801, $5,290,268 and $5,674,858 at December 31, 2019, 2018, 2017, 2016, and 2015, respectively. Principal
and interest payments on these loans are scheduled to be made by the local congregations and constituencies. At December 31, 2019, 2018, 2017,
2016, and 2015 no church congregations or school constituencies were delinquent on their payment schedules. During 2003, CURF implemented a
policy “that any month a church is 60 days delinquent in payment, the conference treasurer will be notified, and if payment is not immediately
forthcoming from either the church or the conference, the amount in arrears will be paid from reversion through the union to the conference.”


No actuarial evaluation has been performed of the HCAPRP, so that information has been omitted.


The Organization contributed $1,760,097, $1,582,567, $1,641,262, $1,475,154 and $1,580,175 to the plan for the years ended December 31, 2019,
2018, 2017, 2016 and 2015 based on a stated percentage of each employee’s earnings and a stated matching percentage of certain employee voluntary
contributions. Investment management of the accumulated contributions designated for each employee is provided under an agreement between the
NAD Corporation and Great-West Life & Annuity Insurance Company.


The Organization receives most of their revenue in the form of contributions from members living within its territory. The amount of contributions are
subject to economic conditions that could cause loss of income among church members. The amount of contributions could also be subject to decrease
if any significant number of individuals cease to be active members.


If a participating employer stops contributing to a plan, the unfunded obligations of the plan may be borne by the remaining participating 


The Organization has not paid any “surcharge” to either of the plans.


The Organization's required contributions are not the subject of any collective bargaining agreement.


As of December 31, 2019, 2018, 2017, 2016, and 2015, the Organization served as trustee of 9, 9, 10, 11, and 11 unconditional irrevocable trusts,
respectively. In accordance with accounting principles generally accepted by the denomination, the assets, liabilities, and net assets related to these
trusts have been included in these financial statements.


As of December 31, 2019, 2018, 2017, 2016, and 2015, respectively, the Organization served as trustee of 1, 1, 1, 2 and 2 other irrevocable trusts of
which the Organization was not a named beneficiary. In accordance with accounting principles generally accepted by the denomination, the assets of
these trusts, and appropriate liabilities totaling an equal amount, have been included in these financial statements.


As of December 31, 2019, 2018, 2017, 2016, and 2015, respectively, the Organization also served as trustee of 5, 5, 10, 10, and 10 revocable trusts,
respectively. Since the trustors of these agreements have reserved the right to direct and control investment of the related assets, no assets or liabilities
related to these trusts are included in these financial statements.


Also, the Organization may be a beneficiary of wills or trusts administered by other trustees, of which the Organization may not be aware.


Risks and other information


Note 20 – Split interest agreements 


The risks of participating in multiemployer plans are different from single-employer plans, in the following aspects:
Assets contributed to a multiemployer plan by one employer may be used to provide benefits to employees of other participating employers.


No minimum contribution for future periods has been determined or required of the Organization.


The Organization maintains their cash accounts primarily in banks that operate in Virginia and the surrounding states. Total cash balances in interest-
earning accounts are insured by the FDIC up to $250,000 per bank. The Organization held cash balances on deposit with three banks at December 31,
2019, which exceeded the balance insured by the FDIC by $8,208,575, $175,625, and $53,643.


As of December 31, 2019, 2018, 2017, 2016, and 2015 the total value of assets held for split interest agreements was $483,739, $476,348, $589,701,
$717,993 and $719,081, respectively.


If the Organization chooses to stop participating in a multiemployer plan, the Organization may be required to pay the plan an amount based on
the underfunded status of the plan, referred to as a withdrawal liability.


Other information about risks and contingencies related to these plans are as follows:
Information about the plans is not publicly available, so no “certified zone status” has been determined.


Note 21 – Contingent liabilities and concentrations of risk 
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Note 23 – Entity reorganization


Note 24 – Subsequent event


Note 25 – Liquidity and availability
$ 2019 2018


Financial assets, at year-end* 51,694,721    48,917,764    
Less those unavailable for general expenditures within one year, due to:
Contractual or donor-imposed restrictions:
Cash held for agency funds (Note 2) (413,284)        (435,924)        
Notes and loans receivable, noncurrent portion (Note 4) (817,094)        (960,150)        
Restricted by donor for permanent endowment (Note 13) (176,895)        (176,895)        
Restricted by donor with time or purpose restrictions (Note 13) (2,159,063)     (1,861,657)     
Board designations:
Funds allocated for future plant acquisitions (24,110,225)   (23,704,412)   
Funds allocated for other funds liquidity (96,247)          (88,798)          
Financial assets available to meet cash needs for general expenditures within one year $ 23,921,913    21,689,928    


As part of the Organization’s liquidity management, it invests cash in excess of daily requirements in short-term investments. 


$   117,720,334   113,460,997 
   (65,462,246)    (64,410,308)
        (563,367)         (132,925)


$ 51,694,721    48,917,764    


On September 26, 2010, the constituents of Potomac Conference of Seventh-day Adventists voted to merge the Potomac Conference of Seventh-day
Adventists into one entity to be known as the Potomac Conference Corporation of Seventh-day Adventists. The intention was that the commonly
controlled District of Columbia Conference Corporation of Seventh-day Adventists and Virginia Conference Agency of Seventh-day Adventists, Inc.
would also merge into Potomac Conference Corporation of Seventh-day Adventists which would amend its articles of incorporation. As of December 31,
2019, the necessary conforming changes have been made in the constitutions of these entities, but no amended articles of incorporation for Potomac
Conference Corporation of Seventh-day Adventists have been filed with or approved by the District of Columbia. The organizations are continuing to
pursue actions to complete this reorganization.


Total assets


Under provisions of Financial Accounting Standards Board’s Accounting Standards Codification Section 958-605-25-16, contributions of services shall
be recognized if the services received (a) create or enhance nonfinancial assets or (b) require specialized skills, are provided by individuals possessing
those skills, and would typically need to be purchased if not provided by donation. The Organization has received the services of the General Conference 
Auditing Service who have audited the financial statements for the years ended December 31, 2019, 2018, 2017, 2016, and 2015. The amount of
contributed services recognized and recorded as administrative expense for the periods are $64,680, $57,864, $59,891, $46,833 and $46,883 for the
years then ended, respectively. These amounts are the product of the number of person-hours spent in performing the audit and the cost-recovery rate
established by the General Conference of Seventh-day Adventists. The cost of these services is paid 50% by the General Conference of Seventh-day
Adventists, North American Division and 50% by Columbia Union Conference of Seventh-day Adventists.


Note 22 – Contributed services 


Plant assets
Inventory/prepaids
Financial assets at year-end*


The COVID-19 outbreak in the United States has caused disruption of operations through mandated and voluntary closings of many businesses and non-
profits, various “stay at home” orders, and significant unemployment. During this time, the Organization continues operations on a limited, remote basis.
COVID-19's impact on operational and financial performance will depend on certain developments, including the duration and spread of the outbreak and
its impact on our church members’ employment and related giving patterns, employees, vendors, churches, and affiliated entities, all of which are
uncertain and cannot be predicted. Therefore, while the Organization expects this matter to impact its operating results, the related financial impact and
duration cannot be reasonably estimated at this time.


*Calculation of financial assets at year end:
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POTOMAC CONFERENCE CORPORATION OF SEVENTH-DAY ADVENTISTS
Notes to the Special-purpose Financial Statements


For the years ended December 31, 2019, 2018, 2017, 2016, and 2015


Note 26 – Prior period adjustments and correction of an error


Note 27 – Working capital and liquidity - of the operating fund 


2019 2018 2017 2016 2015
$ 21,649,503      20,440,497    18,996,524     17,302,900    13,618,897    


(4,634,863)       (4,766,703)     (4,470,331)      (5,053,248)     (5,314,158)     
17,014,640      15,673,794    14,526,193     12,249,652    8,304,739      
11,092,300      10,729,324    10,061,365     9,258,101      8,934,488      


$ 5,922,340        4,944,470      4,464,828       2,991,551      (629,749)        


153% 146% 144% 132% 93%
5:1 4:1 4:1 3:1 2.56:1


Liquidity statement
Cash (Note 2) $ 7,028,876        5,918,969      5,413,033       4,296,527      2,445,545      
Accounts receivable - higher organization (Note 3) 11,183             11,498           9,365              41,196           20,924           
Accounts receivable - church remittances (Note 3) 4,686,849        4,247,525      5,134,798       4,254,793      3,334,318      
Cash held for agency (Note 2) 413,284           435,924         358,626          1,266,160      1,566,790      
Investment in CURF (Note 4) 3,700,705        3,636,573      3,591,441       3,730,817      2,793,591      
Total liquid assets 15,840,897      14,250,489    14,507,263     13,589,493    10,161,168    


Current liabilities 4,634,863        4,766,703      4,470,331       5,053,248      5,314,158      
Net assets with temporary donor restrictions (Note 13) 1,930,368        1,669,390      1,265,938       717,731         455,431         
Total commitments 6,565,231        6,436,093      5,736,269       5,770,979      5,769,589      
Liquid assets surplus (deficit) $ 9,275,666        7,814,396      8,770,994       7,818,514      4,391,579      


Percent liquid assets to commitments 241.3% 221.4% 252.9% 235.5% 176.1%


**Calculation of recommended working capital
Conference unrestricted income $ 43,812,902      43,629,945    41,639,496     40,612,417    39,563,447    
Less: matured trusts and wills 166,731           27,894           (15,306)          (74,500)          (20,268)          
Less: locally funded employees and insurance (8,552,074)       (8,397,286)     (7,421,668)      (7,374,112)     (6,893,510)     
Adjusted unrestricted income 35,427,559      35,260,553    34,202,522     33,163,805    32,649,669    


25% of Conference unrestricted income 8,856,890        8,815,138      8,550,631       8,290,951      8,162,417      
Plus: long-term payables 305,042           244,796         244,796          249,419         316,640         
Plus: net assets with temporary donor restrictions (Note 13) 1,930,368        1,669,390      1,265,938       717,731         455,431         
Total recommended working capital $ 11,092,300      10,729,324    10,061,365     9,258,101      8,934,488      


Subsequent to year-end, the Organization changed its method of accounting to include the cost and accumulated depreciation for land, land
improvements, and buildings to which it holds title, but which are used by affiliated academies. The Organization believes that this new method more
accurately reflects the results of its operations and total assets of the Organization. The financial statements for 2015 have been retroactively restated
for such change in accounting. The effects of this prior period adjustment were to increase property, plant, and equipment, total assets, unrestricted net
assets, and total net assets by $6,970,476 at January 1, 2015; to decrease the net change in nonoperating activity, net change in unrestricted net
assets, and net change to total net assets by $300,566 for the year ended December 31, 2015; and to increase plant assets, unrestricted net assets, and
total net assets by $6,669,912  at December 31, 2015.


Also during 2016, the Organization discovered errors in recording property insurance billings and locally funded employee payroll expense billings to local
congregations and other local entities, which resulted in an understatement of previously recorded income and expense for the year ended December
31, 2015. Accordingly, the financial activity for the year ended December 31, 2015, has been restated to correct this error. The effects of this prior period
adjustment were to increase local church and school property insurance income and church and school insurance expense by $542,589, and increase
locally funded employees billing income and church ministries and educational locally funded employees’ expenses by $6,831,523 for the year ended
December 31, 2015. There was no net effect on the net change to unrestricted net assets or net change to total net assets for the year ended December
31, 2015.


Additionally, during 2016, the Organization discovered errors in recording locally funded employee medical billings and an appropriation to ABC. This
resulted in an understatement of previously recorded income and an overstatement of expenses for the year ended December 31, 2015. Accordingly, the 
financial activity for the year ended December 31, 2015, has been restated to correct these errors. The effects of the prior period adjustment were to
increase medical income for locally funded employees and to decrease appropriation expense to ABC, the net change from operations, the net change
to unrestricted net assets, and the net change to total net assets by $158,795 for the year ended December 31, 2015.


Total working capital
Total current liabilities
Total current assets


Percent of recommended working capita
Current ratio


Working capital


Working capital excess (deficit)
**Recommended working capital
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May 28, 2020 
 
Dave VandeVere, VP Finance  
Potomac Conference Corporation of Seventh-day Adventists 
606 Greenville Avenue  
Staunton, VA 24401-4804  
 
Dear Dave: 
 
Enclosed are exposure drafts of the audited financial statements for Potomac Conference Corporation of 
Seventh-day Adventists for the years ended December 31, 2019, 2018, 2017, 2016, and 2015. 
 
Please review the enclosed draft documents, and let us know as soon as possible if they contain any clerical 
or factual inaccuracies. Please check the appropriate box below, scan this page into PDF format, and 
submit it to us via the Portal or as an attachment to baierd@gcasconnect.org within 7 days but no later than 
June 4, 2020.  
 
If you upload the letter to the Portal, it will not be necessary to send the paper original to us. If you attach 
the letter to an email, we will decide whether we may need the paper original as well, and if so, we will 
advise you. When we receive notice that the letter has been uploaded to the Portal, or when we receive the 
letter by email, we will then issue the final reports to you and your administrative officers. 
 
Sincerely,  


 
Sable Grant 
GCAS Columbia Regional Manager     
 


 
Please complete this form and return it to GCAS 


 
[ X]  I have examined the financial statements for Potomac Conference Corporation of Seventh-day 


Adventists for the years ended December 31, 2019, 2018, 2017, 2016, and 2015. They appear to be 
materially correct. Please send a final pdf copy for distribution to the constituents. 
 
[   ]  I have examined the financial statements for Potomac Conference Corporation of Seventh-day 
Adventists for the years ended December 31, 2019, 2018, 2017, 2016, and 2015. Please consider the 
suggested corrections or adjustments listed below, and then send a final pdf copy for distribution to the 
constituents. 
 
            
 
 
 
Signed                                                             Title     VP-Finance                Date___11/17/20______ 



mailto:baierd@gcasconnect.org
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